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M. Chairman and Menbers of the Task Force

| am pl eased to have the opportunity today to discuss the
efforts of the Departnent of Defense to account for its funds
and physical assets, provide useful financial information to
deci sion nmakers, and operate its huge payroll and contractor

paynment operations efficiently.

| would Iike to begin by underscoring both the critical

i nportance of sound financial managenent and the unavoi dabl e
conplexity of finance and accounting operations in an

organi zation as large as the DoD. It is useful to keep in mnd
that the Departnent is the |argest holder of U S Governnent
physi cal assets ($one trillion), has the nost enpl oyees (about
1, 500, 000 active mlitary and 710,000 civilians), owns the nost
aut omat ed systens, adm nisters the nost conplicated chart of
accounts, and nmanages the nost diverse mx of operating and

busi ness functions of any Governnent Agency.

The average nonthly finance and accounting workl oad i ncl udes
cutting 5 mllion paychecks, taking 920,000 contract or purchase
actions and reporting commtnents, obligations, expenditures and

ot her data for many thousands of accounts.



PAST PRACTI CES AND RESULTI NG CHALLENGES

The Departnent’s accounting systens and financial reporting
practices mrrored its overall managenent phil osophy during

the 1950’s through 1980's. Mst DoD busi ness processes- -
acquisition, inventory nmanagenent, maintenance, training, and
many others were decentralized; controlled in theory by

el aborately detailed rules and regul ati ons; devel oped

unil aterally by organi zations operating within their own
functional “stovepipe” with insufficient coordination with other
st akehol ders; and often | abor intensive despite the use of many

t housands of autonated systens.

In the finance and accounting area, each MIlitary Departnent
operated dozens of systens; data el enent standardi zati on was
never effectively enforced; DoD accounting policies were

enunci ated in a Handbook whose precepts were not mandatory and
therefore were widely ignored; and the primary focus of
financial reporting was on funds control, not on providing the
full range of financial data needed by managers. |In retrospect,
it is remarkable how infrequently the DoD accounting conmunity
was asked questions along the |ines of how much does it cost to
run a base, fill a requisition or operate a warehouse. To this

day, when such cost information is needed, managers frequently



must hire consultants to nake estinmates or use special data
calls instead of relying on standard reports, often with

questionably reliable results.

During the 1990’s, a conbination of factors highlighted many
| ongst andi ng DoD fi nanci al managenment problens and created new

chal | enges for DoD. Those factors included:

The centralization of nost DoD finance and accounti ng
functions into the Defense Finance and Accounting Service
(DFAS) in 1991 was a long overdue initiative to streanline the
organi zational structure in this area. Establishing a central
organi zation i s never easy, because users and custoners are

| eery about the quality of service they will receive from
offices they no longer directly control and sone el enents of

t he workforce resist change. In the case of DFAS, the usual
probl ens were conpounded by the conpelling need to nmake deep
wor kforce cuts rapidly and cl ose many finance offices, as DoD
sought to reduce its support costs. The downsizing effort was
a maj or preoccupation for the first several years of DFAS

exi stence. In addition, DFAS was created at the same tine the
Departnent was expanding its revolving fund concepts to
require users of services to pay for the total costs of those

services. DFAS soon becane immersed in argunents with



custoners over fees for services that previously had appeared
free or cheaper fromthe users’ standpoints. Sone users
continue to regard DFAS as a nonopoly wi th inadequate

i ncentives for cost reduction or service quality inprovenents.

The Chief Financial Oficers (CFO Act of 1990 required
preparation and audit of financial statenents of revolving
funds, trust funds and commercial -1i ke functions throughout

t he Federal Governnent. Additionally, the Departnents of the
Army and Air Force were designated as pil ot prograns,
requiring preparation and audit of financial statenents for

t he General Funds of those Services. The Federal Financi al
Managenent Act of 1994 expanded the requirenment for annual
audited financial statenents to all DoD funds, as well as
Governnment -wi de financial statenents. The DoD and many ot her
Gover nnment agenci es | acked the systens, controls and policies

for conplying with those requirenents.

The Federal Financial Mnagenent | nprovenent Act of 1996

requi res the head of each Federal agency to prepare a

Renedi ation Plan if the agency’s financial managenment systens
do not conply substantially with Federal accounting standards,
requi renents for financial nmanagenent systens, and the U S.

Government Standard General Ledger at the transaction |evel.



The Departnent’s systens cannot neet any of those standards

and therefore the DoD is inplenenting a Renedi ati on Pl an.

The National Defense Authorization Act of 1998 requires the
Secretary of Defense to submt to Congress a biennial
strategic plan for the inprovenent of financial managenent
within DoD. The Biennial Plan is to address all aspects of
financi al managenent, including the finance systens,
accounting systens, and data feeder systens that support
financial functions. The Authorization Act al so included
additional detailed requirenents for a statenent of

obj ectives, performance neasures, schedul es, and the
identification of individual and organi zati onal
responsibilities for Special Interest Itens. Because of
other, simlar reporting requirenents, the Departnent now

considers this to be an annual report.

Previ ous Governnent accounting and auditing standards were

i nadequate for CFO Act inplenentation and private sector
financial reporting nethods cannot be adopted by the public
sector w thout considerable nodification. Therefore, over
the past few years, the Federal Accounting Standards Advisory
Board (FASAB) has issued 18 new accounting standards and

3 concepts. Each of these standards has generated very



significant new workl oad requirenents for the DoD managers who
are trying to make systens “CFO conpliant,” for the preparers
of financial statements, and for the auditors. The standards
also require further clarification and interpretation, as with

any new set of policies.

Because of its size, the DoDis required to prepare financial
statenents for both the overall Departnment and for numerous

| arge conponent entities, such as each Mlitary Departnent’s
General Fund. No other Federal Agency has an equi val ent
accounting and auditing workload. The annual financial audits
al one consune about 400 staff workyears of ny office and the
Mlitary Departnment audit organi zations. The full cost of DoD

CFO Act conpliance effort has never been identified.

FI NANCI AL STATEMENT AUDI T RESULTS

Neither the full integration of DoD support operations,

i ncludi ng financial managenent, nor the achi evenent of clean
audit opinions on the consolidated DoD financial statenents are
feasi bl e short termgoals. The Departnent remai ns several years
away from being able to achieve favorabl e audit opinions on nost
maj or financial statenents, although breakthroughs on a few

i ndividual statenents are likely over the next couple years.



The DoD efforts to conpile and audit the FY 1999 fi nanci al
statenents, for the Departnent as a whole and for the

9 subsidiary reporting entities, were massive. Neverthel ess
they could not overcone the inpedi nents caused by poor systens
and i nadequat e docunentation of transactions and assets. In
terms of opinions, the audit results differed little fromthe
past several years. A clean opinion was again issued for the
Mlitary Retirenment Fund, but disclainers were necessary for al

ot her funds, including the DoD-w de consolidated statenents.

The scope of accounting adjustnments to financial statenments is
one of the best indicators of how difficult it has been for DoD
to enul ate private sector financial reporting practices. Wen
the financial reporting systemof a public or private sector
organi zati on cannot generate fully reliable financial
statenents, accountants sonetines nmake accounting entries, often
as recommended by auditors, to conplete or correct the
statenents. Making major entries or adjustnents to override,
correct or transfer data is not the preferred way of doing

busi ness and there is considerable attention paid to any
significant change made to official accounting records. The
notion of accounting entries being nmade on a mass scale, in nost

cases to conpensate for underlying systemproblens, is



conpletely foreign to Corporate Anerica, as is the prospect of
any such adjustnents being unsupported by clear audit trails.
In fact, accounting adjustnents are closely scrutinized for

fraud i ndicators.

The audits of the FY 1999 DoD financial statenents indicated
that $7.6 trillion of accounting entries were made to conpile
them This startling nunber is perhaps the nost graphic
avai | abl e i ndicator of just how poor the existing systens are.
The magni tude of the problemis further denonstrated by the fact
that, of $5.8 trillion of those adjustnents that we audited this
year, $2.3 trillion were unsupported by reliable explanatory
information and audit trails or were nade to invalid general

| edger accounts. About $602.7 billion of accounting entries

were made to correct errors in feeder reports.

| will discuss sone of the other specific problens in the
statenents later in this testinony, but first I would like to
menti on our | ongstandi ng concern about neasuring where the DoD

CFO Act conpliance effort stands.



MEASURI NG PROGRESS

Audi t opinions on the annual agency financial statenents stil
are the sole wdely used netric for quantifying progress by the
Federal Governnment toward accurate and, by inplication, useful
financial reporting. Unfortunately, this nmeans that

consi derabl e i nprovenent can be nade in each of the huge DoD
reporting entities wthout any effect at all on the overal

audit opinions. For exanple, the Air Force nade a concerted
effort to correct records and conpil e support for transactions
so that a favorable audit opinion could be achieved on its
Statenent of Budgetary Resources (SBR), which is a key part of
the Air Force General Fund financial statenents.

Not wi t hst andi ng t hese nunerous i nprovenents and corrections, the
effort could not overcone the problem of an unreliable opening
bal ance. Despite a relatively near mss, the Air Force SBR
audit result for FY 1999 is scored as another failure for the
Departnent, one of many disclainmed audit opinions, but this is

only part of the story.

Al t hough the DoD deserves credit for the considerable effort
made to inprove its financial reporting, it seens that everyone
i nvol ved—t he Congress, the O fice of Managenent and Budget, the

audit community and DoD manager s—have at best a general sense
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of how much progress has been nmade, what is the planned pace of
further action, how nuch remains to be done and how nuch ri sk
exists in terns of neeting goals and schedules. Nor has it ever
been clear, as previously nmentioned, how rmuch the various
aspects of this effort have cost to date, how nuch nore will be

needed and whether the effort is sufficiently resourced.

I ronically, although the Departnment annually conpil es vol um nous
docunents in response to statutory requirenments for nmulti-year
financi al managenent inprovenent plans and ot her data, very
little of that information is consistently updated, analyzed and
used for day to day program managenent or frequent seni or
managenent oversight. Mich of it has to be collected in annual
data calls to the DoD conponent organi zations. The various
reports to OMB and Congress, the annual financial statenent
audits, and even supplenentary audits cannot substitute for
structured, readily accessible, neaningful and frequent internal
managenent reporting. Current data on project performance, cost
and schedul e status should be routinely provided up a clearly
defi ned program nmanagenent chain and shared with externa
reviewers. Wat has been in place up until now has been a

1970’ s or 80’ s nmanagenent nodel .



APPLYI NG YEAR 2000 LESSONS LEARNED

I n our Novenber 1999 report, Deficiencies in FY 1998 DoD

Fi nanci al Statenents and Progress Toward | nproved Fi nanci al
Reporting, we recomended that DoD erulate its highly successfu
“Y2K’ managenent approach to address the chall enge of attaining
CFO Act conpliance. As was the case with the Y2K conversi on,
the CFO Act chall enge has been designated by the Secretary of
Def ense as a high priority and it is fundanentally a systens
problem Therefore it can be addressed nost effectively if
there are goals, criteria and m|estones set forth in a clear
managenent plan that involves all DoD organi zati ons and
functional communities, because it cannot be overcone
unilaterally by the Chief Financial Oficer without the active
assistance of the rest of the Departnent. Like Y2K conpli ance,
CFO Act conpliance needs extensive audit verification and
testing, and the Congress, OMB and GAO are all strongly
interested in neasuring progress toward the goal. There would
be several advantages to this approach. The Departnent knows it
wor ks, managers and the Congress are famliar with term nol ogy
related to defined phases and system status, and it entails
fairly sinple and verifiable nmetrics to show progress and

hi ghli ght risk areas.

11
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Al t hough the Departnent reports in its current Financial
Managenment | nprovenent Plan that the Y2K concept has been
adopted, inplenentation has been di sappointingly slow and key
Y2K process attributes are still mssing. The Plan of Septenber
1999 established March 31, 2000, as the mlestone for conpleting
t he Assessnent Phase for CFO Act conpliance of 168 critical
systens, but we understand this m|lestone has slipped until

later this year. Despite the Y2K program experience that

initial system assessnents and status reports often were overly
optimstic, inconplete or inconsistent, audit comrunity

i nvol venent in validating mlestone status has been |limted.
This is in marked contrast to the Y2K conversion effort, which
we supported on a nassive scal e and whose nanagers shared status
reporting with the auditors on a virtually continuous basis. To
hel p redress this weakness, we plan to issue at | east one report
this year on the Assessnent Phase, based on a self-initiated

audi t .

The Biennial Plan did not identify an overall mlestone to
correct all systemdeficiencies and fully integrate the
financi al managenent systens. The Plan stated that conpliant
finance and accounting systens are expected to be in place by
FY 2003, which likely is optimstic. Significantly, the Plan

did not provide a specific date goal for correction of al
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feeder system deficiencies. Because the |ogistics, personnel,
acqui sition and other feeder systens provide from50 to 80

percent of all data, this is a crucial gap in last year’s plan.

We have identified feeder systens with internedi ate target dates
ext ended beyond the FY 2003 m | estone for the finance and
accounting systens. For exanple, the Arny Standard Installation
and Division Personnel System had a Septenber 2005 m | estone for
i nprovenents. It is inportant that there be a clear
under st andi ng of the plan for those feeder systens and intensive
managenent of this vital segnment of the overall effort. W wll
work with the Departnent this sumer to strengthen nanagenent
oversight and the next iteration of the plan. W consider it
crucial that the Departnent act now to be able to provide the
incomng Adm nistration with a clear and realistic roadmap of
what needs to be done to attain a new generation of fully
capabl e systens and cl ean audit opinions on the output of those

syst ens.

USEFUL FI NANCI AL DATA

I n adopting the private sector practice of audited annual
financial statenments, the Congress clearly expected inproved

financi al managenment. The |ack of performance netrics and cost
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data, as previously discussed, handi cap an assessnent of whether
the effort to attain auditable financial statenents has been
wort hwhile. The nore inportant question to be asked, however,
is whether data produced in conpliance with Federal Accounting
Standards and validated in financial statenment audits is useful
to users--managers and the Congress. Because much of the data
rolled up into annual financial statenments is also provided to
users in various reports and budget exhibits, frequently often
during the year, the focus should be across the spectrum of
financial information reported wthin and by the Departnent, in

what ever form

We fully agree with the General Accounting Ofice that a clean
audit opinion would not necessarily be synonynous with
responsi ve financial information that enables sound deci sion
maki ng by programofficials and resource allocators. This would
be particularly true if the financial statenents were formnul ated
usi ng ad hoc procedures for bypassing the official financial
systens and records that are relied on for day to day managenent

i nf ormati on.

Questions on the useful ness of various financial reports can
best be answered by the users, not auditors or accountants.

Unfortunately, we are unaware of nuch feedback to the DoD CFO
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community al ong those lines from other managers or Congress.
Hopeful ly this dialogue will expand in the future, so that the
accounting community has the best possible idea of what managers

and the Congress actually need, when and in what form

ASSET ACCOUNTABI LI TY

Accounting and auditing standards can be very arcane. In ny
view, sonme of the property valuation issues confronting the
Departnent are marginally relevant in Governnent and will never
have any inpact on DoD decision nmaking. However, other
managenent information deficiencies identified by the financial
statenment audits have very practical inplications. For exanple,
i nventory managenent has been a high risk area for DoD for many
years. Having conplete, accurate and tinely data on inventory
is essential for logistics readiness and for nmaki ng good

procurenent and di sposal deci sions.

Exanpl es of inventory accuracy problenms were highlighted in our
report on Inventory Accuracy at the Defense Depot, Col unbus,
Ohi o, February 27, 1997, and a follow up report on Assuring
Condi tion and Inventory Accountability of Chem cal Protective
Suits, February 25, 2000. For the first audit, we observed an

i nventory count of chem cal protective suits, which nust be
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carefully controlled as a critical warfighting item The audit
di scl osed nmaj or di screpanci es between the Col unbus Depot’s
records and the actual nunber of chem cal protective suits on-
hand. The audit indicated 423,062 fewer protective suits
actually on-hand than in the records. At other |ocations on the
prem ses that were not designated as containing protective
suits, we found an additional 696,380 protective suits that were
not on the inventory records. This |loss of control was caused
by poor managenent practices, rather than by problens with the
automated i nventory records system Managenent took action to
regain control of the chem cal protective suits and tenporarily
corrected its records. Shortly thereafter, as part of efforts
to consolidate overall supply depot operations, the protective

suits were transferred to the Defense Depot at Al bany, Georgi a.

Last year, we observed the physical inventory count for 158
itenms stored at the Defense Depot, Al bany. One of the sanpled
itenms was one of the types of protective suits that we had
addressed in 1997. W discovered that, instead of inproving

i nventory managenent, the transfer of the protective suits had
had the opposite effect. The inventory records were again
materially inaccurate. Although the records indicated 225, 202
protective suits on hand, the physical count was 31, 277 |ess.

We also reported that these suits had been involved in a
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crimnal investigation by the Defense Crimnal Investigative
Service, were potentially defective, and shoul d have been

w thdrawn fromactive inventory. This problemwas not caused by
the inventory record errors, but does illustrate that financi al
audits can have a variety of benefits and highlight problens

ot her than poor accounting. The inventory records have again
been corrected and the potentially defective suits have been

designated as usable for training only.

FI NANCI AL LI ABI LI TI ES FOR ENVI RONVENTAL CLEANUP

Anot her area where DoD financial statenents have been materially
deficient, and which invol ves controversy about the practicality
of the new accounting standards, is the recognition of
liabilities for environnmental costs to di spose of equi pnent and
clean up DoD installations. W were unable to verify the

$79.7 billion reported for environnental liabilities on the

FY 1999 DoD Agency-w de Bal ance Sheet. The reported anount, as

large as it is, was clearly understated.

The magni tude of DoD environnental cleanup requirenents has been
a matter of intense DoD and Congressional interest for many
years, but information on costs is fragnented and often

unreliable. It would seemlogical that costs identified in
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budget exhibits, other DoD environnental programreports,

Sel ected Acquisition Reports and financial statenents should be
as consi stent as possible, reconcil able and supported. More
work is needed to nove toward that goal. Specifically, there
are unresol ved i ssues regardi ng when to recogni ze environnent al
di sposal costs for other than nucl ear powered weapon systens on
financial statenents. Also, the cost estimates for installation

cl eanup need i nprovenent.

For exanple, the $20.7 billion equi prent di sposal portion of the
overall environnental liability estimate was clearly inconplete,
al t hough i nproved over previous years. The Air Force reported
not hing. The Navy, in contrast, estimated $11.5 billion for

nucl ear - power ed submarine and shi p di sposal.

An open issue remains on when to recogni ze environnental

di sposal costs for npbst DoD weapon systens on the financial
statenments—as soon as estinmates are made as part of initial
weapon system|life cycle costing or nuch | ater when di sposal
decisions are nade. W are working with the Departnment and GAO
to resolve the question of what the accounting standards require
and how much flexibility the DoD has to distinguish between

nucl ear powered systens and others with different types of

hazardous materials. Regardless of the decision, we have
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recomended nore aggressive action by the Mlitary Departnents
to ensure that acquisition program nmanagers include hazardous
wast e handling and di sposal costs in the total estimted
ownership costs of their systens. Recent audits indicated
comrendabl e enphasi s by program managers on reduci ng the anopunt
of environnentally hazardous material that will require costly
di sposal, but virtually no enphasis on including disposal costs
inlife cycle cost estimates. Both Congress and DoD have
stressed the inportance of conplete life cycle cost estimtes
for weapon systens, and stated that support costs are the nost
frequently understated category. D sposal costs are part of

support costs.

The DoD reported $34 billion as the liability for environnental
cl eanup of munitions residue at training ranges. Reporting this
anount represents a significant inprovenent over FY 1998, when
cleanup liabilities for training ranges were not recognized or
reported at all. However, reporting was inconplete and sone
managers question the useful ness of collecting the data.

Al t hough final DoD guidance for reporting liabilities for

cl eanup of training ranges has not yet been published, it is
expected in FY 2000. Also, we wll issue a report next nonth on
inefficiencies in the processes for collecting and di sposi ng of

range residue.
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SI MPLI FYI NG ACCOUNTI NG REQUI REMENTS

In the md-1990’s, we recommended that DoD and the Congress
consi der ways to reduce the burden on DoD accounting offices and
the risk of errors by sinplifying requirenents. The Under
Secretaries of Defense (Conptroller) and (Acquisition,
Technol ogy and Logi stics) have pressed the DoD conponents to
adopt neasures to avoid the unnecessary use of nmultiple accounts
on contracts and comm ngling of funds fromdifferent accounts on
the sane contract line item Likew se, our office has
periodically coomented on the incredible conplexity of the DoD
chart of accounts, which is probably unique in the world because
of its hundreds of thousands of accounting entities, and the
absurdly |l ong accounting codes that result. This nmultiplicity
of “colors of noney” is a root cause of the form dable DoD
problenms with the accuracy of accounting data, the conplexity of
contracts, the difficulty of properly managi ng di sbursenents and
progress paynents, the high overhead costs of DoD budget and
accounting operations, and the considerable restrictions on the
flexibility of managers to shift funds quickly to neet
contingencies. MIlions of docunents nust contain at |east one,
and in sone cases, nmany accounting classification codes that

typically have from46 to 55 characters each. Conpare 12 or 16
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characters used for a coonmercial credit card to a typical Navy

fund cite

17x1611 1936 026 54002 3 068572 | D 000151 000560852000

We believe that the DoD and Congress ought to reconsider the
need for so many discrete appropriations, budget activities,
line itenms, and other subaccounts. These kinds of issues are
sel dom consi dered in the context of management reform but we
believe that any stream ining of DoD accounting requirenments
woul d consi derably assi st managers in avoiding errors, inproving
data quality, and cutting overhead costs throughout the

Depart nent .

Unfortunately, the budget and appropriation structures are
difficult to change. The DoD nust adm nister at | east

1, 200 open appropriation accounts at any given tinme. A single
appropriation may have many hundred subaccounts. The main
driver of conplexity, however, is the business practice of the
i ndi vi dual DoD conponent. The Arny, for exanple, has resisted
sinplification of either contracts or its chart of accounts, in
effect asserting that it wishes to continue trying to capture
costs and control funds at extrenely challenging | evels of

detail.
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OTHER CONCERNS

We have concerns about information assurance, fraud and
managenent controls in finance operations, particularly vendor
pay. W continue to view DFAS as a |likely target for hackers
and are working closely wwth the Departnent to reduce

vul nerability to conputer crime and other fraud. Conflicting
priorities and constrai ned resources have mnim zed recent audit
coverage of vendor pay and other high risk areas related to
financi al managenent. Nevertheless, the results of the
relatively few audits perforned recently on other than financial
statenent processes provide an insight into what kinds of issues

requi re managenent attention. For exanple:

Last Novenber we reported that the Departnent’s policies on
the tinely recording of fiscal obligations needed to be
strengthened to ensure conpliance with the intent of

applicable laws. The Departnent has taken responsive actions.

On June 5, 2000, we reported that DFAS had inproved controls
over vendor paynents nmade for the Air Force using the
I nt egrated Accounts Payabl e System but nore needed to be done

to ensure that all paynments were properly docunented for
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conpliance with the Pronpt Paynent Act. About 176, 000 of
307,000 paynents nmade from April through June 1999 | acked
conpl ete supporting docunentation. Although we found no

i ndi cation of w despread fraud, better conpliance with
prescribed controls would dimnish the risk of fraud and non

conpliance with | aws such as the Pronpt Paynent Act.

On June 9, 2000, we reported that nanagenent controls over the
Nat i onal Drug Control Program funds received by DoD were
reasonabl e; however, the manual process used to report the
status of those funds to the Ofice of National Drug Control
Policy was not linked to the official accounting records. As
aresult, we were unable to attest to the accuracy of the
annual report for FY 1999 as required by Public Law 105-277,
the O fice of National Drug Control Policy Reauthorization Act
of 1998. This is a good exanple of the current inability of
DoD accounting systens to provide infornmation needed by the

DoD and Congress, necessitating special workaround neasures.

On June 16, 2000, we reported that the DoD had not rigorously
applied the principles set forth in the Cinger-Cohen Act when
approving the acquisition strategy for the Defense Joint
Accounting System The planning for this new system

currently intended to be one of four DoD systens for multi-
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organi zati on general fund accounting, has been severely
criticized by the House Arned Services and Appropriations
Comm ttees. The main concerns are the |lack of a sound

anal ysis of alternatives and the poor precedent involved in
the conmbined Mlestone | and Il approval for the project

despite the absence of that anal ysis.

On June 29, 2000, we reported that controls needed i nprovenent
to ensure that payroll w thholding for DoD civilians was
accurate. A limted sanple of withholding in 279 individual
accounts indicated errors in 24 accounts and i nadequate
supporting records in DoD personnel offices. This is an
exanpl e of a paynent problemthat is caused by erroneous i nput
fromfeeder systens, not by errors in the finance office, but

the tendency is to bl ame DFAS.

CONCLUSI ON

M. Chairman, every tine we testify on DoD financial nmanagenent,
we assert that sustained involvenent by senior managers and the
Congress are vital ingredients for progress. This remains very
much the case and we urge the Task Force to continue its

di al ogue with the Departnment on these tough issues. Despite

comendabl e progress, the DoD remains far from CFO Act
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conpliance and conti nued neasures wll be needed over the next
several years to achieve success. The DoD audit comunity,

whi ch has invested so nuch effort and resources in this area
over the past several years, very nuch appreciates your interest
in our activities and viewpoints. The titles of sone of our
reports that are applicable to this testinony are attached, for

ready reference.

Finally, I would be remss if |I did not nention that the DoD
audit community has an outstanding relationship with the
Department’s financial managers and virtually all of our
recommendati ons have been accepted over the past several years.
Li kewi se, the advice of the CGeneral Accounting Ofice has been
very hel pful to us and we will continue working closely with
themto provide DoD and Congress with a well rounded picture of

DoD financi al managenent issues. This concludes ny statenent.
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Exanpl es of FY 2000 I nspector General, DoD
Reports and Testinony related to this Statenent

No. 2000-030, Recording Obligations in Oficial Accounting
Records, 11/4/99

No. 2000-041, Deficiencies in FY 1998 DoD Fi nanci al Statenents
and Progress Toward | nproved Financial reporting, 11/26/99

No. 2000-069, FY 1998 Departnent of Defense Agency-W de
St atenent of Budgetary Resources, 12/29/99

No. 2000-077, Testinmony by Deputy |Inspector General, DoD, to the
House Budget Conm ttee on Defense Managenent Chal |l enges, 2/17/00

No. 2000- 086, Assuring Condition and Inventory Accountability of
Chem cal Protective Suits, 2/25/00

No. 2000-091, Internal Controls and Conpliance with Laws and
regul ations for the DoD Agency-w de Fi nancial Statenents for
FY 1999, 2/25/00

No. 2000-120, Testinony by Assistant |Inspector General for

Audi ting, DoD, to Subcomm ttee on Governnment Managenent,

| nformati on and Technol ogy, House Committee on Governnment Reform
5/ 7/ 00

No. 2000-121, Hazardous Material Managenent for Maj or Defense
Systens, 5/4/00

No. 2000-136, Reporting of Performance Measures in the DoD
Agency-W de Financial Statenents, 5/31/00

No. 2000-139, Controls Over the Integrated Accounts Payabl e
System 6/5/00

No. 2000-151, Acquisition of the Defense Joint Accounting
System 6/ 16/ 00

No. 2000-156, DoD Payroll Wthhol ding Data for FY 1999, 6/29/00

Al'l reports and testinony |isted above are
avai l able on the Internet at ww. dodig. ml.




